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Dear Secretary Gutierrez:

The Strengthening America’s Communities Advisory Committee (the “Committee”) is pleased to submit the 
enclosed report, which outlines a set of findings, guiding principles, and recommendations for the planning and 
successful implementation of President Bush’s Strengthening America’s Communities Initiative. 

The Committee hopes that its report will aid your efforts in making future federal policy for economic and 
community development. Our work to date has convinced us even more that this policy must respond to a wealth 
of opportunities and numerous challenges facing our nation’s communities and regions in the 21st century. 

We are proud to serve in this worthy endeavor and stand ready to provide any additional advice on policy or 
implementation issues.

Sincerely,

Ms. Deborah L. Wince-Smith (Chairperson)
President, Council on Competitiveness 
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The drivers of economic growth are changing, dramati-
cally and swiftly, bringing knowledge, innovation, and 
entrepreneurship to the forefront. As a result, our re-
gions are competing globally in a fierce race for talent, 
capital, investment, skills, and expertise.

While the drivers of economic growth have changed, and 
while economists have discovered a host of new strategies 
that offer extraordinary po-
tential to help regions com-
pete globally, our nation 
continues with policies, 
organizational structures, 
and investment strategies 
built for a past era. Cur-
rent federal economic de-
velopment policy — which 
largely assumes a homoge-
neous, industrial econom-
ic landscape — has not 
changed for 40 years. The 
degree to which America’s 
regions and communities 
can successfully compete 
in the global marketplace 
will determine whether 
residents of these regions 
will live in an environment 
of need and scarcity or one 
of abundance in the decades ahead. In short, given that 
the nation’s economic health is inextricably linked to the 
competitiveness of its regions, a national dividend will 
accrue from federal investments that strengthen regions 
and the communities that exist within.

The Strengthening America’s Communities 
Advisory Committee 

A response to this need for change is the Strengthen-
ing America’s Communities Initiative (“the Initiative”), 
announced in February of 2005 as part of the FY 2006 
Budget Request of President George W. Bush. The 
Strengthening America’s Communities Advisory Com-

mittee (the “Committee”) was appointed to advise the 
U.S. Secretary of Commerce on policies, principles, 
and guidelines associated with the implementation of 
the Initiative. 

The Committee focused its attention on policy con-
siderations and basic principles that should guide the 
reorganization of federal economic and community de-

velopment programs. The 
Committee did not assess 
or evaluate which federal 
programs would be best to 
consolidate, the individual 
performance of existing 
programs, or an appropri-
ate level of appropriations 
for the Initiative. 

The Secretary appointed 
Committee members to 
serve for a two-year period, 
and asked the Committee 
to submit a report of initial 
recommendations within 
three months. 

Over the past several 
months the Committee 
held meetings in Fresno, 
California, Kansas City, 

Missouri, and Clearwater, Florida, and worked by 
teleconference to accomplish this end. In addition, 
subcommittees convened work sessions throughout 
this process. 

Summary of Findings, Guiding Principles, and 
Recommendations

During its early deliberations, the Committee quickly 
recognized the need to revisit fundamental policy issues, 
and therefore focused its primary attention on imple-
mentation policies not on implementation procedures 
and processes. Its recommendations take into careful 
consideration the history of economic development pol-

Globalization has fundamentally transformed the American economy. 
Regions — defined by economic rather than political boundaries — are 
the new building blocks of prosperity.

Executive Summary

Executive Summary
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icy and programs in the United States, the evolution of 
economic and community development thinking, and 
the challenges and opportunities posed by the 21st cen-
tury economy. 

As a framework for deliberations and for this report, 
the Committee organized its work into three categories: 
fi ndings, guiding principles, and recommendations. 
Findings represent statements of the nation’s current 
state in economic and community development policy 
and thinking. Guiding principles represent common 
beliefs, evolved from the fi ndings, which illuminate the 
path to assisting communities and regions to achieve 
competitiveness in a 
global economy. Rec-
ommendations are 
specifi c actions that 
the federal govern-
ment should consider 
to align federal policies 
and investments with 
21st century economic 
imperatives. 

By the Committee’s 
third meeting in 
Clearwater on June 2, 
2005, three very clear 
themes, — or areas 
of recommendation 
— emerged: Bring-
ing Federal Policy 
into the 21st Century; 
Targeting Need and 
Responding to Op-
portunity; and Assuring Flexibility, Accountability, and 
Results. (See Figure 1: Recommendations At-a-Glance.)

Bringing Federal Policy into the 21st Century

In the 21st century America’s communities will derive 
economic strength by acting and partnering regionally 
to compete globally. Innovation and entrepreneurship 
are the twin engines for wealth creation and a rising stan-
dard of living. Regional competitiveness needs to be the 
underlying strategy for federal economic and commu-
nity development policy. Communities must act region-
ally to be competitive in today’s world. To reach their 
full potential, communities must collaborate with other 
communities and with private and public partners (e.g., 
businesses, civic organizations, chambers of commerce, 
national laboratories, research and education institu-

tions, foundations, nonprofi ts, regional developers, etc.), 
on economic strategic planning and growth initiatives 
and their implementation. Ideally, all American com-
munities and regions should adopt innovation-based 
strategies to remove barriers to economic growth and to 
increase their competitiveness in an era of globalization. 

“communities 
and regions 
should adopt 
innovation-based 
strategies to 
remove barriers 
to economic 
growth and to 
increase their 
competitiveness 
in an era of 
globalization”
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“federal resources must also be better targeted 
to communities and regions of high distress”

Because this is so important, long-term strategy develop-
ment should be the fi rst use of federal assistance for any 
community receiving assistance, as well as a prerequisite 
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for follow-on aid. In addition, federal policies and ac-
tions should be reviewed for their impacts on the sus-
tainability and competitiveness of economic regions. 
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Targeting Need and Responding to Opportunity

The eligibility and allocation of federal resources must 
also be better targeted to communities and regions of 
high distress. Potential for improvement exists in all 
communities, but it must be identified and acted upon. 
Targeting need has declined under the long-standing and 
current formulas, which the Committee recommends 
updating to incorporate new measures and indicators of 
the relative strength of a community and region. 

The Committee has also concluded that competitive 
challenge grants constitute a better mechanism than 
formula grants for maximizing scarce resources, assuring 
accountability, and achieving results. Over time, chal-
lenge grants should become the most prevalent model 
for federal assistance to distressed communities. The 
Committee recommends that the federal government 
set a goal to transition most federal assistance to com-
petitive grants within the next ten years. To ensure that 
distressed communities are equipped to compete for 
these grants as the transition proceeds, significant tech-
nical assistance and support for capacity-building must 
be made available. 

Regarding eligibility for assistance, this report recognizes 
that community development is a dynamic process; com-
munities will not be in a constant state of distress. Every 
year some communities will have succeeded to the point 
they no longer require federal assistance. At the same 
time, it can be expected that other communities may 
weaken due to shifts in the global economy, major plant 
closures, and even natural disasters, and these communi-
ties may then qualify under the eligibility profile. 

Assuring Flexibility, Accountability and Results

Federal economic and community development pro-
grams need to be consolidated for access, efficiency, and 
accountability. The federal role should clearly be one of 
catalyzing and supporting actions that are led, directed, 
and implemented by regions and communities. One of 
the many benefits of consolidation is better coordination 
at the federal level, where programs are dispersed across 
many departments and agencies. Assistance must also be 

made flexible, easily acces-
sible, and strongly tied to 
performance, results, and 
measurable outcomes. 

The changes recommend-
ed in this report must be 

implemented in ways that minimize disruption to par-
ticipants in current programs. The Committee urges 
provisions for a significant transition period for the shift 
from current programs now providing assistance. 

Leadership in Action

During agreement deliberations, Committee members 
also had the opportunity to learn about initiatives across 
the country that are transforming the economic land-
scape and growing prosperity. These initiatives encom-
pass new alliances that cross jurisdictional lines, build 
public-private collaborations, and utilize universities 
and community colleges as full partners in building re-
gional economies. Several of these initiatives are shown 
at the conclusion of the report. 

Summary 

While the Committee’s recommendations are offered 
as a roadmap to the prosperity future, and “challenge 
and change” are the overarching themes of this report, 
the Committee has concluded that the fundamental 
goal of community and economic development has not 
changed: the goal of securing an increasing standard 
of living and greater opportunity for all citizens. With 
these recommendations, it is hoped that this goal will 
be more attainable in the 21st century than at any time 
in the past.

“economic and community 
development programs need 
to be consolidated  
for access, efficiency and 
accountability”

“challenge grants are better geared toward 
achieving results and accountability”



The Committee’s Charge and Process

On February 9, 2005, the President’s Domestic Policy 
Council requested the Secretary of Commerce (the “Sec-
retary”) to form the Strengthening America’s Communi-
ties Advisory Committee (the “Committee”). The objec-
tives and duties of the Committee are to provide advice 
and recommendations to the Secretary, and to develop 
a comprehensive written report of policy parameters to 
assist in implementing the 
President’s Strengthening 
America’s Communities 
Initiative (the “Initiative”). 
This includes advising on 
its legislation and regula-
tions, and providing other 
guidance. The Committee 
has been asked to advise 
on all aspects of the envi-
sioned Initiative, includ-
ing policy findings and 
declarations, eligibility, 
program delivery, moni-
toring, and performance 
measures. 

Appointments to the Com-
mittee were completed in 
April 2005. The member-
ship of the Committee 
represents diverse back-
grounds and geographic 
regions. The Committee 
includes individuals work-
ing within the private sector, state and local officials, and 
individuals from community-based and research organi-
zations. Within the membership are individuals with ex-
pertise in global, national, and regional economic com-
petitiveness, rural and urban economic development, 
and social and community development. 

Committee members were appointed to serve for a two-
year period, and the Committee was asked to submit an 
initial report to the Secretary in early summer 2005. 

The Committee held its first meeting in Fresno, Cali-
fornia, on April 15, 2005. Additional meetings were 
held in Kansas City, Missouri, on May 13, 2005, and 
in Clearwater, Florida, on June 2, 2005. Between the 
public meetings of the Committee, the members held 

administrative briefings and work sessions of subcom-
mittees. Reports from subcommittees to the full Com-
mittee were made at the Kansas City meeting and were 
submitted prior to the June 2, 2005 meeting in Clear-
water. At a teleconference meeting on June 27, 2005, 
the Committee conducted a final review of this report 
and authorized its submission to the Secretary. 

Meeting notices, agendas, 
and transcripts of the Com-
mittee’s meetings are post-
ed on the Department of 
Commerce website at www.
commerce.gov, where there 
is a link to all the public 
postings for the Initiative.

Expert Testimony

The Committee was for-
tunate to have presenta-
tions from outside experts 
at the meetings in Kansas 
City and Clearwater. Their 
knowledge and perspec-
tives stimulated discussion 
and contributed signifi-
cantly to the development 
of the policy recommenda-
tions of this report. 

• Dr. Brian Dabson, Asso-
ciate Director of the Rural 

Policy Research Institute of the University of Mis-
souri, presented perspectives on how entrepreneur-
ship works to energize and evolve regional economies, 
and what federal policy can and cannot do to help. 
While he focused his remarks on rural America, Dr. 
Dabson emphasized that many of the principles pre-
sented were relevant to all regions across the urban-
rural continuum. 

• Dr. Pamella J. Dana, Director of the Governor’s Of-
fice of Tourism, Trade and Economic Development 
for the State of Florida, presented perspectives on 
federal policy as it relates to state community and 
economic development efforts. She discussed specific 
experiences in Florida’s disaster recovery efforts fol-
lowing the 2004 hurricanes. 

The Committee’s Charge and Process
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• Dr. Geoffrey J.D. Hewings, Pro-
fessor at the University of Illinois 
at Urbana, shared his perspectives 
on critical trends in regional eco-
nomic development. He discussed 
key issues for consideration that 
concerned the federal government’s 
role in facilitating community and 
regional economic growth.

• Ms. Julie Meier Wright, President 
of the San Diego Economic De-
velopment Commission, offered remarks on bring-
ing innovation into local and regional economies. 
She specifically cited the experiences of San Diego as 
it transitioned from a community heavily influenced 
by U.S. military presence. Her discussion included 
the exploitation of university resources to create and 
evolve a knowledge-driven economy, and how this can 
inform federal policy for application elsewhere in the 
nation, especially communities and regions not cur-
rently competitive in the global economy.

Oral and Written Comments

At the Kansas City meeting and again at the Clearwa-
ter meeting, the Committee provided an opportunity 
for public oral comments. In addition, the submission 
of written comments has been encouraged. All written 
comments received have been forwarded to the Com-
mittee members for additional review and consideration 
in the report development process.

It is important to acknowledge that a number of the pub-
lic and written comments to the Committee expressed 
concerns about the Strengthening America’s Commu-
nities Initiative. The most common concern was about 
consolidation of existing programs and the possibility 
that this might cause a reduction in funding or a total 
loss of funding for current program recipients. While 
the Committee was not charged with making recom-
mendations on which programs should be consolidated 
or on levels of program funding, these concerns were 
inherently and explicitly taken into consideration. 

Among the Committee’s concerns was the need to ad-
dress the strengthening of families in our distressed com-
munities. The Committee recognizes that strengthening 
a community economically can contribute significantly 
to addressing the needs of the residents of those com-
munities, such as families living in poverty, separated 
parents, the elderly, and those who are mentally and/
or physically disabled. A nearby job with a sustainable 
wage, increased capacity of a community to provide 

social services, and the ability to have access to high-
quality day care are benefits that can make a difference 
in the quality of life for the neediest members of those 
communities and set them on the path from poverty to 
prosperity. The Committee’s recommendation to target 
resources to communities of greatest need couples this 
key concern with a potential solution. 

The Committee believes that the concerns raised in pub-
lic and written comments may be alleviated when more 
details of the Initiative are known. Meanwhile, all com-
ments received by the Committee have been duly noted 
and are also being forwarded to the Secretary for the 
administration’s consideration. 

Description of the President’s Strengthening 
America’s Communities Initiative 

The Strengthening America’s Communities Initiative, 
for which the Committee was formed, was included in 
the federal Fiscal Year (FY) 2006 budget proposal sub-
mitted to Congress by President George W. Bush in 
February 2005. The Initiative calls for the consolidation 
of 18 existing community and economic development 
programs to simplify access to the federal system and to 
create a more efficient and responsive delivery system. 
The Initiative proposes more flexibility and stronger ac-
countability measures than currently exist in many of 
the programs identified for consolidation. In addition, 
the Initiative proposes that federal economic and com-
munity development funds be better targeted to com-
munities most in need of assistance. 

The Initiative contemplates improved formulas for de-
termining eligibility for need-based federal assistance. A 
bonus feature has also been proposed for the Initiative, 
whereby low-income communities facing economic 
challenges can be awarded additional support under an 
Economic Development Challenge Fund. To qualify for 
this bonus, a community must show that it has taken 
steps to improve economic conditions and must dem-
onstrate readiness for development. 

“Strengthening a community 
economically can contribute 
significantly to addressing the needs of the 
residents, such as families living in poverty, 
separated parents, the elderly, and those who 
are mentally and/or physically disabled” 
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A Challenge for the 21st Century
The Transformative Impact of Globalization

Globalization is the widening, intensifying, accelerat-
ing, and expanding impact of worldwide interconnect-
edness. Globalization has 
fundamentally changed 
economic development 
for regions, communities, 
and nations. Regions are 
now competing globally 
in a fierce race for talent, capital, and high-value invest-
ment across the globe. As a result, the drivers of eco-
nomic growth are also changing dramatically and swift-
ly. The intensity of global and regional competition and 
connectivity throughout the world will increase rapidly 
in the coming years. 

Yet, while the drivers of economic growth have changed, 
our nation continues with 
policies, organizational 
structures, and invest-
ment strategies built 
for an economic era 
that is gone. It is time 
to align our federal 
economic and com-
munity development 
policy with the new 
paradigm for regional 
economic growth and 
competitiveness. Fed-
eral policy must recog-
nize that growth is likely 
to be driven at the regional 
level, beyond the local jurisdictions 
that have prescribed past efforts — and, indeed, beyond 
state lines. Every region of the United States must craft 
a regional economic and community development strat-
egy to build and sustain a competitive edge in a rapidly 
changing global marketplace.

Recognizing that every re-
gion is inextricably linked 
to this global economy, 
regions must now harness 
comparative advantage 
and create new value. Distinct economic assets will drive 
this strategy, as will recognition of the market niches that 
a region can tap in building new and transformational 
value propositions.

There are two keys to success in economic development 
in this era of globalization:

The first is fueling the engines of entrepreneurship, which 
focuses on the ability of firms and individuals to take 
fresh ideas to the marketplace swiftly and to transform 
them into new products, new services, and new busi-
ness models. According to the Kauffman Foundation, 
entrepreneurship “flourishes in more dynamic and tech-
nologically sophisticated industries” and is “associated 

with products and servic-
es in the introductory 

stage of their life 
cycle,” unlikely to 
be found ”where 
there are low bar-
riers to entry.”i 
One of our na-
tion’s greatest eco-
nomic assets is its 
entrepreneurial 
spirit and tangible 
success. Our risk-
taking spirit is at 

the heart of our re-
gional prosperity.

There are hundreds of diverse 
examples of how entrepreneurship has added new en-
ergy and economic growth to communities and entire 
regions across the nation. To cite a few: 

• In 1939, at a time when Stanford University engineer-
ing graduates typically left Cali-
fornia to begin their careers in 
the East, Stanford classmates 
Bill Hewlett and Dave Packard 
founded Hewlett Packard. The 
company’s first product, built in 

a Palo Alto garage, was an audio oscillator — an elec-
tronic test instrument used by sound engineers. One 
of the first customers was Walt Disney Studios, which 
purchased eight oscillators to develop and test an in-

“Globalization has fundamentally changed 
economic development”

“a region is inextricably 
linked to this global economy”

A Challenge for the 21st Century
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novative sound system for the movie Fantasia. The 
company’s success led to the formation of a micro-
electronics cluster that further evolved into the diverse 
technology region called Silicon Valley. 

• In the 1950s, Herman J. Russell and his father started 
a construction company based on their background 
in the plaster business. Today, the Atlanta-based com-
pany has 650 employees and projects that span the 
country. The company is among the nation’s top ten 
minority-owned businesses, according to Black Enter-
prise magazine. 

• In 1959, a Missouri family of local entrepreneurs 
started an entertainment business in the basement of 
Branson City Hall, where they set up 50 folding chairs 
and put on a show. The family’s persistence at this new 
commercial endeavor became the basis for an entire 
entertainment cluster. Today, Branson touts itself as 
ranking fifth on the list of America’s favorite vacation 
destinations. 

• In 1998, two recent graduates of North Dakota State 
University formed that state’s first biotechnology com-
pany. Aldevron, headquartered in Fargo, has grown to 
50 employees and recently received a $2.4 million 
contract for vaccine development. 

The second key to regional success is promoting and 
harnessing innovation. Building a region’s capacity to 
adapt to and create new technologies and opportunities 
is the underlying business strategy for competitive ad-
vantage. For example, regional innovation has allowed a 
large section of North Carolina to be transformed from 
a low-wage, tobacco-based economy into the high-wage 
Research Triangle. It has allowed San Diego to evolve 
from a military- dominated community into one of the 
world’s top clusters of biotechnology. These transforma-
tions largely occurred over the last 25 years. 

Our nation cannot compete globally on a low-wage 
strategy and hope to improve economic conditions and 
increase living standards for our citizens. We must be 
able to create and deliver the high-value products and 
services that command a premium in the global mar-
ketplace. This dynamic innovation process begins at the 
regional level. A National 
Innovation Agenda was 
proposed by the Council 
on Competitiveness in 
December of 2004. That 
agenda outlines how the 
ingredients of innovation 

(talent, investment, and infrastructure) can be the foun-
dation for fostering new innovation “hot spots” in re-
gions across the United States. 

Every region’s competitive edge in the 21st century will 
be different. Therefore, federal policy must be far more 
flexible in accommodating a wide spectrum of develop-
ment strategies. Indeed, it must be agile, it must be mul-
tidisciplinary, and it must fuse a whole host of capabili-
ties with a strategic goal of focusing on the future — not 
on sustaining the past.

A Definition in Flux 

What is economic development? What is community 
development? What did these terms mean in 1940? In 
1960? Do we understand them differently today? Have 
the terms become interchangeable? 

Economists and social scientists agree that these ques-
tions are more easily asked than answered, but most 
would permit broadly defining economic development 
as “a process that influences growth and restructuring 
of an economy to enhance the economic well being of a 
community.”ii When compared with a general definition 
of community development — “activities that increase 
the positive outcomes possible within a community by 
linking individuals and organizations working toward 
common ends”iii — the overlap is obvious.1 Most activi-
ties traditionally considered to be “community develop-
ment” (housing, homeless assistance, revitalization, etc.), 
when successful, certainly contribute to the “economic 
well being of a community.” And, conversely, increasing 
the economic strength of a community creates new civic 
resources to address a wide range of community condi-
tions. It also unleashes the power of the marketplace to 
combat conditions of poverty and distress. 

“Building a region’s capacity to adapt to 
and create new technologies and opportunities is the 
underlying business strategy for competitive advantage”

“federal policy must 
be far more flexible in 
accommodating a wide spectrum 
of development strategies”

1 HUD defines community development activities even more broadly, as those including “many different programs that provide assistance to a wide 
variety of grantees.”
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In preparing recommen-
dations for this report, the 
Committee considered 
the interconnectedness of 
community development 
and economic develop-
ment, as well as changes in economics, technology, 
demographics, and institutions over the past half-centu-
ry. It is important to note that for the purposes of this re-
port, discussion of federal economic development policy 
and programs is inclusive of community development.

The federal government plays three major roles in eco-
nomic and community development: undertaking poli-
cies to affect broad national economic objectives; ad-
ministering programs and policies that have economic 
consequences, but whose ostensible purposes are not 
economic (e.g., defense, transportation, environmental 

protection); and administering programs with the ex-
plicit goal of improving economic conditions in states, 
regions, and communities.iv It is worthwhile to note that 
one size does not fit all; communities differ widely in 
their geographic and political strengths and weaknesses. 
Consequently, each faces a unique set of economic and 
community development challenges. 

Evolution of Economic Development  
in the United States

The United States has a strong legacy of responding 
to the economic needs of the nation, its communities, 
and regions. The great majority of economic develop-
ment programs — despite the changing political and 
economic climate — have remained surprisingly resil-
ient and adaptive, and have accordingly received gener-
al bipartisan support.v Indeed, a review of what works 
is instructive in conceiving future policy, but perhaps 
even more so are periods characterized by imbalances 
of need and available assistance, poor program man-
agement and implementation, other inefficiencies, and 
how legislation responded. 

Eras of Economic Thinking 
Keeping the goal of applying lessons learned at the fore-
front, the Committee found it most enlightening to 
think of our nation’s economic development history — 
as far back as Roosevelt’s New Deal — in terms of eras of 
economic thinking. There are three such eras: Smokestack 
Chasing, Cost Cutting, and Regional Competitiveness.vi  
These represent broad development strategies employed 
by federal policy, and by states and their communities, 
to realize consistent economic growth and improvement 
of living standards for all citizens. Figure 2 goes further 
in defining these eras according to key drivers, strategies, 

and keys to success. 

Industrial recruiting — often called 
smokestack chasing — prevailed from 
the 1950s through the early 1980s, and 
is best characterized by communities’ ef-
forts to entice manufacturers and other 
large-scale businesses to set up shop. In-
dustrial recruitment and industrial park 
construction were standard strategies 

aimed at building a region’s export base. Deregulation 
in the 1980s spurred the second era, cost cutting, which 
witnessed firms (especially large industrial firms) cutting 
costs to remain competitive. Market-oriented strategies 
and privatization were encouraged, and the perceived 
keys to success were abundant and cheap factors of pro-
duction (e.g., land and labor). A key economic develop-
ment policy shift occurred at this time, as active gov-
ernment involvement became the responsibility of states 
and localities. 

Globalization of markets for goods, services, capital, 
and labor accelerated in the 1990s and proved to be the 
undoing of both industrial recruiting and cost cutting. 
Regions were forced to move away from old industries 
and to search for new market opportunities, thereby 
ushering in our current era of regional competitiveness. 
This represents a fundamental change from previous 
eras: regional competition relies on innovation and en-
trepreneurship as the main drivers of growth and prosper-
ity.vii It also emphasizes the importance of every region 
finding a specialty niche or niches. Clusters are one way 
of expressing this niche. In the past, such clusters often 

“increasing the economic strength 
of a community creates new civic resources 
to address a wide range of community conditions”

“communities differ widely  
in their geographic and political strengths 
and weaknesses. Consequently, each faces 
a unique set of economic and community 
development challenges”

A Challenge for the 21st Century
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represented an entire industry locating in one place. Ex-
amples include the 19th century shoe factories of New 
England. Regional niches today often include clusters, 
but they are often more complex. For instance, the au-
tomotive industry is still heavily concentrated in the 
Midwest, but the industry is spread across a much wider 
geography. Many auto parts now cross three state lines 
before fi nal assembly. Th us, the dynamics of regional 
niches need to be better understood by both policy mak-
ers and economic development practitioners. 

While “chasing smokestacks” may be an approach that 
can no longer be eff ective for most regions, there are al-
ways notable exceptions. If 
attraction and recruitment 
of outside assets or invest-
ment focuses on creation 
of high-value technology 
products and services and 
advanced manufacturing 
activity, economic devel-
opment benefi ts can accrue. For example, the North 
Carolina Research Triangle Park development was en-
ergized by the early-on recruitment of IBM as an an-
chor for a micro-electronics cluster, and the recruitment 
of an Amgen manufacturing operation and R&D unit 
to Colorado’s Front Range in the 1990s paved the way 
for the growth of a biotechnology cluster in that region. 
However, the diversion of major resources from a broad-
based regional innovation strategy to a marketing and 
recruitment program can hold back a region’s ability to 
build indigenous capacity and execute a robust, innova-
tion-based growth strategy. 

Economists and policy makers recognize that this 
change in strategy requires time for transition, as well as 

training. An important part of adapting to the changes 
brought on by regional competitiveness is the need to 
educate and train the elected offi  cials, economic devel-
opment leaders, and professionals who formulate and 
implement growth strategies in the states, regions, and 
communities across America. 

A Historical Perspective

Advising on the federal government’s role in 21st cen-
tury economic and community development requires 
understanding major characteristics of the eras discussed 
above, and how federal programs have historically been 

employed to foster growth within each. Th is section pro-
vides the necessary historical perspective. (See Figure 3 for 
a timeline of federal programs implemented after 1920.)

1900 to the 1950s

From the 19th century, individual states took the lead 
on economic development projects — building canals 
and highways or chartering banks — while the federal 
government played an indirect role, creating land-grant 
universities, providing subsidies for railroad building, 
and so forth. It wasn’t until the New Deal of the 1930s 
that the federal government played a direct role in pro-
viding economic development assistance to states or lo-
cal authorities through grants in aid, such as the Public 
Housing Program. It is important to note, however, that 
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“It wasn’t until the New Deal of the 
1930s that the federal government played a direct role 
in providing economic development assistance” 
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the intellectual underpinning of current economic de-
velopment programs flows from the concerns of post-
World War II economic planners, who wanted to avoid 
the economic downturns that seemed invariably to af-
fect the nation in the aftermath of military demobiliza-
tion — concerns reflected in the Full Employment Act 
of 1946. 

A major milestone for the federal government occurred 
with the passing of the Housing Act of 1949. This was 
the first major piece of legislation aimed at unlocking 
economic value in urban land by rationalizing land use 
patterns through the use of eminent domain, and by 
providing funds for planning, clearance, and infrastruc-
ture development. Title I of the Housing Act, entitled 
“Slum Clearance and Community Development Re-
newal,” created a competitive grant program, managed 
through local redevelopment authorities, that required 
local planning and local matching funds. 

1950s to the 1980s

After World War II, and throughout the 1950s, federal 
legislation was progressively modified to allow greater 
program flexibility, including housing rehabilitation. By 
the end of the 1960s, cities across the nation, because of 
their active urban renewal bureaucracies, were receiving 
disproportionately large shares of federal funds. The leg-
acies of these projects — in cities like New Haven, New 
York, Chicago, Pittsburgh, and Boston — still structure 
the physical fabric of these cities.

The 1960s saw President Kennedy’s Area Redevelopment 
Act of 1961, the immediate predecessor of the Economic 
Development Administration (EDA) and the Appala-
chian Regional Commission (ARC), which contain many 
of the same program elements as did the urban renewal 
legislation, including competitive grants, local planning, 
and matching funds. Then in 1965, the Department of 
Housing and Urban Development (HUD) was created. 
This decade, however, met with mixed results in urban 
renewal. While there were successful blight elimination 
actions, these efforts failed to revitalize many urban ar-
eas. Poverty and unemployment persisted despite the 
federal investments, in part because of suburbanization 
of middle-class communities, facilitated by the interstate 
highway program, and impelled by continued immigra-
tion of poor people. These experiences led to the creation 
of anti-poverty programs, such as Model Cities, and the 
dramatic expansion of federal funding for local social ser-
vices and community development activities. 

There was notable impetus at this time to distribute 
funds more evenly through a distress-based formula, 

and to provide greater local control of funding. This led 
to the creation of the Community Development Block 
Grant Program (CDBG) in 1974. The transition to 
CDBG provided a “hold harmless” provision, which as-
sured recipients of current categorical federal programs 
the funding level needed for activities to be completed, 
followed by a phase-in of formula over several years. 
CDBG incorporated both the physical development 
components of urban renewal and the community de-
velopment components of Model Cities.viii With mi-
nor modifications to increase flexibility of local funds, 
CDBG remains largely the same program today, with 
eligibility based on factors of housing conditions, dete-
rioration, poverty, and population, with less than 12%ix 
allocated to economic development. (The CDBG pro-
gram formulas for determining level of funding are now 
thought to need revision to better target funds to actual 
need. This matter is discussed in greater detail in the 
Committee’s “findings” statements.) 

In the 1970s, both HUD and EDA were given new 
competitive grant programs to administer: the Urban 
Development Action Grant Program (UDAG) and the 
Local Public Works Program, respectively. UDAG was 
essentially a more flexible and competitive urban rede-
velopment program that allowed the concentration of 
resources in larger projects, with an economic develop-
ment rather than a housing goal. Local Public Works 
grew from a $2 billion to a $6 billion effort designed to 
reduce unemployment. Due to dramatic changes that 
occurred in the economic and political landscape, both 
programs were eliminated in the next decade.

1980s through the early 1990s

By this time states had become the locus of innovative 
economic programs. Shifting from a once-narrow focus 
on industrial recruitment, states began implementing 
new, technology-based economic development pro-
grams, best represented by Pennsylvania Governor Rich-
ard Thornburgh’s Ben Franklin Partnership and Ohio 
Governor Dick Celeste’s Thomas Edison Program. This 
family of programs promoted technology commercial-
ization, entrepreneurship, linkages with universities, the 
use of nonprofit intermediaries, and manufacturing ex-
tension services. As other states launched pilot initiatives, 
the federal government assumed a catalytic role in stimu-
lating a new generation of public-private partnerships in 
research and development, technology commercializa-
tion, and entrepreneurship. Among new public-private 
partnerships, competitive federal grant programs were 
established, such as: The National Science Foundations; 
Engineering Research Centers (ERCs); The Department 

A Challenge for the 21st Century
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of Defense’s Technology Reinvestment Program (TRP); 
and the Department of Commerce’s Manufacturing Ex-
tension Program and Advanced Technology Program. 
These federal programs co-invested with states and the 
private sector to accelerate innovation activity. 

Passage of the 1980 Bayh-Dole Act, and federal tech-
nology transfer legislation in 1986 and 1989, enabled 
research universities and federal laboratories to become 
pivotal players in the creation of new businesses and 
commercial deployment of federally-funded research. 
National laboratories and U.S. industry entered into co-
operative research and development agreements (CRA-
DAS) to cost-share research and development and joint-
ly perform next-generation research.

Most importantly, federal technology transfer authori-
ties allowed private sector companies to secure exclusive 
commercial rights to intellectual property (IP) co-de-
veloped under CRADAS with national laboratories. In 
concert, federal laboratories could license laboratory-
generated IP to U.S. corporations and start-up compa-
nies for both non-exclusive and exclusive commercial 
fields of use. As a result, both universities and national 
laboratories emerged as critical knowledge and technol-
ogy nodes and incubators for innovation and entrepre-
neurship across regions of the nation.

Stanford University’s license of the Boyer-Cohen Pat-
ent for genetic engineering launched Genentech, and in 
parallel, global corporations such as Motorola, Kodak, 
Xerox, Intel, and Goodyear targeted a new era of strate-
gic partnerships with national laboratory and university 
partners. This regional innovation and entrepreneurship 
was further fueled by strategic collaboration between 
university and national laboratories joined with indus-
trial partners such as: Oak Ridge National Laboratory, 
The University of Tennessee, Los Alamos, and Lawrence 
Livermore Laboratories at the University of California. 
Federal, state, and private resources invested in univer-
sity and national laboratory research parks to provide 
physical and business infrastructure to support entrepre-
neurs and incubate new businesses across the country.x 

1990s to the Present

In the 1990s HUD was given a new discretionary 
program called Empowerment Zones, and EDA was 
also given greater responsibilities, primarily in defense 
conversion and disaster relief. Other agencies (DoE, 
USDA, EPA, and DoD) were tasked with economic 
development programs and adopted the historic post-
World War II model: strategic planning, matching dol-

lars, and discretionary grants. And in the late 1990s, 
inspired by the enduring example of ARC, self-defined 
regions proposed the creation of similar entities, such 
as Alaska’s Denali Commission and the Mississippi 
Delta Commission.

Today the federal government administers a panoply of 
programs aimed at economic and community develop-
ment. Just inventorying existing programs is a Hercu-
lean task, and because opinions vary on what this ru-
bric includes, the tally remains indefinite. In 1996, the 
advisory panel for a study by the National Academy of 
Public Administration (NAPA) found at least six dozen 
separate federal economic development programs, in 
12 cabinet departments and independent agencies.xi In 
2005 the Center for the Study of Rural America (an arm 
of the Federal Reserve Bank of Kansas City) conducted 
a comprehensive review of all federal programs “having 
a clear connection with economic development,” as it is 
broadly framed earlier in this report, including not only 
those aimed at infrastructure, but also those focusing 
on workforce training, 
technical assistance 
and technology trans-
fer, and business devel-
opment. Their total: 
180 programs across 
19 government budget 
functions (as defined 
by the Office of Bud-
get and Management), 
totaling $188 billion a 
year — more than one 
out of every four fed-
eral dollars spent.xii 

In summary, programs have come and gone, with 
grant delivery mechanisms varying from formula-based 
grants to competitive grants, with many stages between. 
But there has been no fundamental change to policy 
or economic development strategy for four decades. 
Competing in a global economy demands that policy 
makers understand a new geographic scope and the pre-
dominant new drivers of growth: innovation and en-
trepreneurship at the regional level. The Strengthening 
America’s Communities Initiative represents the first 
opportunity in a generation for the federal government 
to create new federal policy that supports the economic 
and community development challenges and opportu-
nities of the 21st century. 

“There has 
been no 
fundamental 
change to 
policy or economic 
development 
strategy for four 
decades”
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Findings, Guiding Principles, and 
Recommendations

Since first convening in Fresno, California, in April 
2005, Committee members have spent many hours 
of careful research, deliberation, and dynamic discus-
sion in formulating the recommendations in this re-
port. Early on, the basic 
challenge of changing 
federal economic de-
velopment policy and 
programs became abun-
dantly clear: America’s 
communities have wide-
ranging strengths, natu-
ral resources, and dif-
fering needs. One size 
does not fit all. Con-
sidering the sweeping 
market changes brought 
on by globalization, this 
is perhaps truer today 
than ever before. But the 
Committee recognizes 
and strongly believes 
that America’s diversity 
is one of its greatest and 
enduring assets. 

The Committee recog-
nized the seminal oppor-
tunity and responsibility 
before it, namely to sug-
gest changes to federal 
policy that will assist 
communities and regions across the nation in building 
prosperity. With that point of departure, the Commit-
tee’s 17 members held three public meetings and many 
more subcommittee work-sessions to develop the rec-
ommendations offered herein as a beginning roadmap 

for ensuring America’s continued prosperity in the 
21st century.

By the third and final public deliberation in Clearwater, 
three overarching themes 
had emerged, which con-
stitute the policy frame-
work for the Committee’s 
guiding principles and sub-
sequent recommendations. 
These themes include: 

• The need for federal 
policy to recognize the 
growth of regions, with 
innovation and entre-
preneurship as drivers of 
wealth creation and stan-
dard of living; 

• The need to focus resourc-
es where need is greatest 
and in areas demonstrat-
ing great potential for im-
provement; and finally, 

• The need to rebalance 
federal assistance to be 
flexible and easily acces-
sible, and tied to perfor-
mance and results. 

Each theme opens with an 
explanation of findings, or the current state, followed by 
a brief discussion of guiding principles that emerged in 
the Committee’s deliberations. The guiding principles, 
then, constitute the building platform for the Commit-
tee’s recommendations. 

Findings, Guiding Principles, and Recommendations
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Bringing Federal Policy into the 
21st Century
Findings

The New Reality: Regions

Globalization is forcing regions throughout the na-
tion to find new competitive niches in new and rapidly 
changing markets. While the scope is global, the focus is 
turning increasingly to regions themselves, where hubs 
of new economic activity are forming. The greatest suc-
cess is where partnerships have formed between public 
and private sectors and among education institutions, 
research organizations, chambers of commerce, com-
munity development corporations, foundations, other 
non-government entities, across and within communi-
ties that constitute a region. 

Innovation and entrepreneurship are the drivers of wealth 
and prosperity.

With increasing competition from across the globe, U.S. 
industries can no longer rely on low-cost labor, access 
to raw materials, and low-value-added products and 
services to drive success. Instead, they must differenti-
ate and create new value to win. To succeed, U.S. firms 
— both large and small — need to be more productive 
than their global counterparts in the creation and mar-
keting of complex products and services. 

Innovation and entrepreneurship are the twin engines 
for creation and global deployment of high-value prod-
ucts and services. Through a continual focus on new 
and improved product de-
velopment, U.S. industries 
can maintain their economic 
leadership and support high 
and rising wages. Innovation 
within existing firms, collab-
oration between firms, and 
the creation of new companies offer the best way to ac-
complish this goal. This means that federal policy must 
be tailored to assist regions as they work to improve their 
environments for innovation.

The development of workforce skills is a critical component 
of regional economic prosperity.

In an innovation-based economy, skilled human capital 
has become the most important form of capital. Knowl-
edgeable and skilled people and their ability to apply 
that knowledge creatively constitute the engine of suc-

cessful innovation. There has been a traditional divide 
between workforce development and economic devel-
opment policies and practitioners. This divide must be 
bridged in order to benefit fully from innovation-based 
economic growth strategies. 

Higher education plays an increasingly key role in innova-
tion and economic competitiveness of regions.

Long seen as an important tool for advancement of 
communities and regions, higher education must now 
become a full partner in formulating and implement-
ing regional competitiveness strategies. This includes the 
entire higher education continuum. Great strides have 
been made by community and technical colleges since 
the early 1990s, as they have expanded their missions to 
help develop labor forces, and adapted curriculums to 
offer a wide variety of innovative education and training 
programs and services to help rural companies modern-
ize, become competitive, and grow.xiv 

These higher education assets must be assembled, aligned 
with regional objectives, and managed closely with other 
regional assets in pursuit of unique opportunities. 

Current federal policy is tailored to another era. 

As shown in the earlier, historical perspective, current 
federal policy for supporting community and regional 
economic development is tailored to the past century. 
With underpinnings that were developed more than 40 
years ago, federal policy remains essentially unchanged 
in its basic orientation to the industrial era. Further-
more, there is no unifying purpose or goal behind the 
vast array of federal economic and community develop-
ment programs; they exist as “stovepipes” delinked from 
a prosperity strategy. 

“In an innovation-based economy,  
skilled human capital has become 
the most important form of capital” 

“higher education 
must now become a 
full partner in formulating 
and implementing regional 
competitiveness strategies”
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Because the basis for economic growth has shifted from 
industrial recruiting and cost cutting to innovation-
based regional economic development, federal policy 
must also be refocused. Opportunities for economic 
advancement in the 21st century may be greater than 
at any other time in our nation’s history. However, if 
federal policy does not change, the opportunity to trans-
form weaker communities into vibrant participants in 
growing regional economies will be lost. 

New federal policy must refl ect the latest understand-
ings on how regional economies will survive and grow in 

the coming decades, and where resources should be fo-
cused. In turn, this will inspire communities and regions 
to put their own resources behind growth strategies that 
are freed from those of the industrialization era of the 
last century. 

Figure 4 compares alternative policies for allocation of 
resources to foster regional economic growth.xv Th e in-
verted pyramid on the left shows most resources directed 
toward recruitment of existing businesses from other lo-
cations. Th e pyramid on the right refl ects the eff ective 
policy for the 21st century, where most growth will come 
from a regional competitiveness strategy that fosters and 
supports entrepreneurial activity and startups. In turn, 
communities will derive their economic strength by be-
ing active participants and collaborators in formulating 
and acting upon a regional strategy.

Guiding Principles

Th e social purposes of federal investment are tied to the 
health of regional economies.
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Th e future economic health of our nation’s regions fun-
damentally aff ects the strength of communities within 
these regions. It is important to grow vibrant regional 
economies to raise the prosperity level of its citizens. 
Th e purpose of federal funding should be to improve 
the standard of living for all citizens. In a globalizing 
economy this must happen through enhanced regional 
competitiveness and economic strength. Federal as-
sistance should have a regional focus — not a sectoral 
focus — to help regions gain the capacity to be competi-
tive in the global economy.

Workforce development, community development, and 
economic development investments should be fully inte-
grated into common strategies at the national, state, and 
regional levels.

Economic development and workforce development in-
stitutions should work hand in hand to support regional 
prosperity. For example, traditional industries (e.g. 
manufacturing and retail) now require computer use by 
workers, knowledge of supply chain management, etc. 
Success requires that workers in these industries rise to 
the technological occasion; they need a workforce system 
that is tied to communities, that seeks to understand lo-
cal employer’s needs, and that bonds with local educa-
tion institutions to help keep students competitive.xvi 

“The purpose of federal funding 
should be to improve the 
standard of living for 
all citizens”

Bringing Federal Policy into the 21st Century: Findings, Guiding Principles, and Recommendations
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of communities and regions. For effective regional 
governance, the federal government should encourage 
a system of simplified compacts or other incentives to 
remove barriers and to encourage multi-jurisdictional 
and inter-institutional regional cooperation. Higher 
education and research institutions should play key roles 
in forming regional cooperative partnerships, as their 
participation is critical to building knowledge-driven, 
innovation-based economies.

 
Recommendations for Bringing Federal 
Policy into the 21st Century

• Establish regional competitiveness as the 
overriding goal for federal economic and 
community development policy.

• Review all federal policies and regulations 
for their impacts on the sustainability and 
competitiveness of economic regions.

• Require long-term, innovation-based, region-
al economic and community development 
strategies as a prerequisite for follow-on 
federal assistance. 

• Provide significant funding of technical 
assistance to regions for the formulation of 
innovation-based regional economic devel-
opment strategies. 

• Coordinate and consolidate workforce de-
velopment programs with economic devel-
opment initiatives to drive innovation-based 
economic growth. 

• Direct federal economic and community 
development resources to encourage com-
munities to form regional partnerships and 
governance models primarily based on eco-
nomic relationships, not political boundaries.

• Promote private-public partnerships for re-
gional development that include educational 
and research institutions, national laborato-
ries, labor organizations, private businesses, 
and government, which collaborate and 
co-invest as partners in regional competitive-
ness. (See Figure 5.)

Regions must be based upon economic spheres of intercon-
nected communities, not on political boundaries.

Economic regions are ideally self-defined geographic 
spheres of common economic interests, assets, and chal-
lenges, and they may include a mix of interdependent 
strong communities and weaker communities and ju-
risdictions. In all cases, critical mass is required to com-
pete in a global economy. Regions should be defined 
to encompass a level of critical mass of population and 
economic interests that allow planning and action on a 
regional economic agenda. What constitutes this mini-
mum critical mass or scale of activity may vary widely 
across the urban and rural landscape of our nation. 

All regions should have a competitiveness strategy and the 
collaborations to act upon it.

Every region should identify distinguishing competi-
tive advantages upon which its economy can grow in 
the 21st century. From this, every region should create a 
customized and flexible development strategy for com-
petitiveness and economic growth. This strategy should 
encompass what is needed at the community and re-
gional levels. Regions must find their niche by identify-
ing and analyzing their unique regional assets, whether 
they are human, capital, business, or infrastructure. 

Community development resources should be focused 
first on building a regional competitiveness strategy. The 
next step is to address critical needs in implementing 
this strategy. Regions must build an infrastructure (in-
tellectual, digital, and physical) that can be the basis for 
long-term sustained growth. 

Regional economic and community development plan-
ning should no longer be the sole province of govern-
ment. The public and private sectors must now col-
laborate on plans and strategies for economic growth 

“regional, community, 
and economic 
development planning 
should no longer be  
the sole province of 
government”
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Targeting Need and Responding 
to Opportunity
Findings

New formulas are needed.

Significant amounts of federal community and eco-
nomic development assistance are allocated with for-
mulas that have not changed over the years. This has re-
sulted in inequitable distributions of federal assistance 
based upon need. This problem was clearly illustrated 
in the February 2005 report “CDBG Formula Target-
ing to Community Development Need,” prepared by 
the U.S. Department of Housing and Urban Develop-
ment, Office of Policy Development and Research. The 
HUD report included an extensive analysis of distribu-
tions of CDBG funds relative to a community’s need, 
with data showing that many high-need entitlement 
communities are currently receiving less funding than 
low-need communities.2 

In reviewing this problem with the current targeting for-
mulas, the Committee concluded that traditional indica-
tors of community need (age of housing stock, popula-
tion growth, overcrowding, and unemployment) are not 
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always reliable. Current formulas do not fully represent 
the economic health of a community. One example is 
age of housing stock. With affluent populations return-
ing to inner-city neighborhoods and older suburbs, one 
must question the reliability of age of housing as an in-
dicator of poverty and need.

Given the new emphasis on economic competitiveness 
as a basis for assessing a community’s strength or relative 
need for federal assistance, important indicators were 
found to be missing from some current allocation for-
mulas. Indicators or measures should include business 
formation, capital investment (including venture in-
vestments), levels of entrepreneurial activity, underem-
ployment (in addition to unemployment), poverty rate, 
household income, and educational performance. Also, 
community distress due to population shifts should be 
assessed, such as that occurring from rapid immigra-
tion into border regions or from out-migration from  
rural regions. 

In addition, sudden and severe occurrences may occur in 
a community that presents a need for federal assistance. 
This could be a major plant closure, a sudden shift in a 
sector of the economy in which a community is heavily 
invested, a natural disaster, or a military site realignment 
or closing. 

2 Full HUD report formulas available at www.huduser.org.

Targeting Need and Responding to Opportunity: Findings, Guiding Principles, and Recommendations
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Competitive grants promote performance and results. 

Formula or entitlement federal grants tend to be treated as 
line items of ongoing annual revenues for supplementing 
local government budgets. As such, they are not typically 
seen as strategic “investments” in building a communi-
ty’s future strength, and there is less accountability for 
performance and results. By comparison, competitively 
awarded grants require more focused strategic planning 
and action formulation at the front end, as well as greater 
accountability for performance and results. 

A current federal economic de-
velopment program built around 
competitive awards of grant assis-
tance is the Public Works Program 
of the Economic Development 
Administration (EDA). EDA has 
been recognized by governmental performance analysts 
for its use of a matrix of measures in the form of a “bal-
anced scorecard” to assess performance and results. 

Guiding Principles

Targeting must refocus on need.

The greatest amount of federal community and econom-
ic development resources must be directed to those com-
munities and regions of greatest need. New factors need 
to be included in the analysis for determining eligibility 
and allocation. 

Federal economic development resources must be 
focused on communities/regions of greatest need. 
To identify this potential, all communities should 
be provided the resources and capacity-building as-
sistance to engage in strategic planning for competi-
tiveness and economic strengthening. As previously 
recommended, this needs to occur as a collaborative 
regional process rather than as an insular activity of 
an individual community. 

All communities should become development-ready.

All distressed communities should set a goal to achieve 
development-ready status, meaning that a community 
has taken steps to improve conditions in ways that have 
been proven to develop and grow businesses and secure 
sustainable investment. The specific steps to gaining this 
status will differ, depending upon community needs and 
assets. It can include activities such as creating business-
friendly environments, improving schools and lifelong 
learning, upgrading skills, reducing regulatory barriers 

and costs, reducing violent crime, and initiating pro-
grams to strengthen families. But, in all cases, it means: 
(1) communities joining regional efforts to develop a 
strategic plan for regional competitiveness and econom-
ic growth, and (2) acting on this plan in collaboration 
with other public and private stakeholders. 

Competitive challenge grants should become the prevailing 
form of assistance.

As distressed communities become development ready, 
competitive challenge grants should become the prevail-
ing model for federal assistance. Through a move toward 
competitive grants, the federal government can catalyze 
long-term, self-sustaining economic and community 
development through growth-oriented investments. 
Delivering assistance as investments rather than entitle-
ments stimulates an “earn it, keep it, grow it” approach. 
This will allow currently distressed communities and re-
gions the opportunity to become less dependent upon 
federal grants over time — and in greater control of their 
own destinies. The Committee recognizes, however, that 
distress levels are dynamic; communities will move into 
and out of the program based on changing or emerging 
levels of distress. 

“the resources must be directed  
to those communities and regions of greatest need” 

“competitive challenge 
grants should become the 
prevailing model for federal 
assistance”
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Private sector economic and community develop-
ment resources must be leveraged by federal resources, 
with an increased role for educational, nonprofi t, and 
other organizations. 

Distress and eligibility should not be a constant state for 
any community.

Over time, communities should use federal assistance 
to move up the scale of development readiness, with 
the goal of attaining a level of improvement that re-
moves the community from eligibility under distress 
criteria. It should be recognized that over time com-
munities may improve to the point that they “gradu-
ate” from a state of need and distress. Th is should be 
celebrated and rewarded. 

Conversely, it is likely that events and circumstances will 
regularly cause other communities to enter a state of 
need and distress. Th ese circumstances could result from 
a major plant closure, a sudden shift in business patterns 
or markets, a major defense closure, contract cancella-
tion, or a natural disaster. 

Recommendations for Targeting Need and 
Responding to Opportunity

• Develop new eligibility and allocation 
criteria to ensure that federal economic and 
development funding is targeted to communi-
ties of greatest need.

• Establish criteria for assistance eligibility and 
allocation of funds that include multiple mea-

sures of the relative strength or weakness of 
a region or community in the global econo-
my, such as rate of new business formations, 
entrepreneurial activity, homeownership 
rates, venture capital investment, changes in 
assessed valuations, unemployment, under-
employment, population loss, poverty rate, 
household income, and distress caused by 
migration patterns. (Results and progress 
would be monitored and reported based 
upon improvements in the same measures.)

• Develop a new competitive challenge grant 
program to provide additional funding to 
distressed communities. This program will be 
available as a bonus to those communities or 
regions that have adopted innovation-based 
economic and development strategies and 
taken action to encourage investment and 
business expansion. 

• Provide signifi cant capacity-building assis-
tance to communities that are unaccustomed 
to competing for grants, to ensure a level 
playing fi eld. 

• Establish a goal for shifting most federal com-
munity and economic development assistance 
to results-oriented, competitive grants within 
ten years, thereby phasing out most noncom-
petitive formula or entitlement grants in favor 
of challenge grants targeted to distressed 
communities. (See Figure 6)

Targeting Need and Responding to Opportunity: Findings, Guiding Principles, and Recommendations
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Assuring Flexibility, 
Accountability, and Results
Findings

Great inefficiencies exist in the accessing and delivery of 
federal resources.

Federal community and economic development as-
sistance is spread across a multitude of programs and 
agencies. The exact count depends on precise defini-
tions and missions. What is certain is that multiple 
federal programs are funding similar activities, cre-
ating both added burdens for communities need-
ing access to assistance and added inefficiencies in  
resource delivery. 

A recent analysis by the Center for Rural Ameri-
ca at the Kansas City Federal Reserve found that 
federal assistance for community and economic 
development is disbursed into approximately 
180 programs with average annual federal out-
lays of $188 billion. 

In 2000 the Government Accountability Office (then 
called the General Accounting Office) identified 10 
agencies and 27 subagency units administering 73 pro-
grams related to economic development. These 73 pro-
grams can be used to fund one or more of six basic eco-
nomic activities: 

• Planning and developing economic development 
strategies.

• Constructing or renovating nonresidential 
buildings.

• Establishing business incubators.

• Constructing industrial parks.

• Constructing or repairing roads and streets.

• Constructing water and sewer systems.xviii 

The Office of Management and Budget (OMB) has re-
ported that some of the key community and economic 
development programs are ineffective and fail to produce 
or document results and outcomes sufficient to justify 
the costs. While the Committee was not asked to review 
the effectiveness of any specific current federal program, 
including those noted in OMB’s Program Assessment 

Rating Tool (PART) analysis, the Committee has found 
that access to federal economic development assistance 
is inefficient and cumbersome due to the wide variety or 
programs, regulations, and application processes. 

For example, Florida’s communities faced considerable 
challenges accessing federal assistance, including the 
burdens of needing to understand the array of regula-
tions, eligibility standards, application processes, and 
deadlines for federal programs. In the Florida example, 
inefficiency and confusion about the various channels 
of federal assistance became especially acute during the 
recovery efforts that followed the 2004 hurricanes.xix 

Beyond Florida, much additional anecdotal information 
exists regarding the inefficiencies of multiple federal com-
munity and economic development programs. Commu-
nities regularly find themselves weaving together pieces 

of federal assistance from HUD Special Initiatives, Eco-
nomic Development Administration, USDA Rural De-
velopment, EPA and HUD brownfields programs, and 
so forth. Where multiple agencies are involved, there is 
often a need for special interdepartmental agreements to 
identify a lead federal agency, and this requires negotia-
tions on which agency’s regulations will take precedence. 
The premium exacted by these inefficiencies includes lost 
time, lost opportunities, and greater administrative costs 
for the federal government and applicant. In addition, 
there is great difficulty in applying accountability and 
performance measures when multiple agencies, regula-
tions, and program guidelines are involved. 

“multiple federal programs  
are funding similar activities”

“multiple federal agencies 
should not be administering duplicative 
programs”
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Recommendations for Assuring Flexibility,   
Accountability, and Results

• Establish a cabinet-level inter-agency 
council to coordinate federal community 
and economic development activities and 
implement a program consolidation plan. 
Identify best practices and report annually 
on federal goals, investments, and results. 

• Consolidate federal community and 
economic development programs to 
eliminate overlap and duplication of 
multiple agencies and programs providing 
similar types of assistance.

• Recognize emerging, self-defined 
economic regional boundaries and 
harmonize federal economic and 
community development regional 
designations across federal agencies to 
make them consistent. 

• Develop robust analytical tools and 
metrics to help regions identify competitive 
advantages, formulate strategies, track 
progress toward goals, and report on 
performance and outcomes. 

• Require and reward co-investments from 
nonfederal funders, but allow exceptions 
to this requirement where circumstances 
of high distress make co-investments 
impossible. Implement a sliding scale 
for co-investments for different types of 
economic and community development 
activities. 

• Allow subregional organizations to apply for 
and directly receive federal assistance as long 
as the funding requests are consistent with the 
long-term regional economic and community 
development strategy.

• Create effective forums for propagation 
and sharing of best practices in economic 
and community development.

• Partner — in the spirit of better 
governance on a national level — with 
educational institutions and nonprofit 
associations to provide policy makers and 
practitioners continuing education and 
capacity building under the new Initiative.

Guiding Principles

A consolidating and rebalancing of the federal role  
is needed.

Access to federal assistance and application processes 
should be simplified by consolidating most programs 
and administering them through a single agency. For 
reasons of accessibility, efficiency, and accountability, 
multiple federal agencies should not be administering 
duplicative programs. 

The federal role in community and economic develop-
ment should be rebalanced to be one of facilitator, with 
states and localities assuming increased ownership and 
accountability in identifying and investing in regional 
competitiveness. As part of this, a sharing of risks in 
economic and community development is important, 
so that the federal government is not the sole risk taker 
in community and regional efforts. Federal assistance 
should be part of a co-investment plan, with other par-
ties (state and local governments and private sector orga-
nizations) bearing risks and accountability in achieving 
the outcomes. 

Increased accountability for performance and results should 
apply to both federal government and the recipients of fed-
eral assistance.

Federal assistance for building strong communities should 
be flexible and easily accessible, and it must be tied to 
performance and results with outcome-based metrics. 

Transparency and accountability should be the norms 
of effective governance, policy development, and pro-
gram delivery. Success in economic and community 
development should not be measured by traditional 
industrial recruitment goals but on broader measures 
of economic competitiveness, innovation, regional 
cooperation, capital investment, new business for-
mation, creation of higher-wage jobs, increased ho-
meownership, reduced crime, improved performance 
of schools, reduced underemployment, and halted or 
reversed out-migration from regions currently experi-
encing severe population loss. 

Assuring Flexibility, Accountability, and Results: Findings, Guiding Principles, and Recommendations
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The terms listed below appear in this report to describe findings and 
recommendations. They are presented and defined here as the Advisory 
Committee used them, which is in the context of local and regional 
community and economic development. 

Glossary of Terms

Mobilizing of individual and organizational assets from the community and combin-
ing those assets with others to achieve community building goals.xx 

In its work for this report, the Advisory Committee considered the special needs for 
capacity building in distressed communities and regions for convening civic, business, 
and governmental partners and collaborators to formulate and implement strategic 
plans and to access resources under the Strengthening America’s Communities Initia-
tive. In addition, the Committee sees an important component of capacity building to 
include strengthening the skills of state, regional, and community economic develop-
ment officials to allow them to facilitate regional governance models, strategic com-
petitiveness strategies, partnerships, actions, performance, and accountability. 

Challenge grants are competitive grants available to communities or regions that have 
adopted economic development strategies and taken action to encourage investment 
and business expansion. An Economic Development Challenge Fund is a specific 
component of the Strengthening America’s Communities Initiative that was proposed 
by President George W. Bush as part of his FY 2006 budget request to Congress. The 
initiative proposes a bonus grant program for low-income communities facing eco-
nomic challenges that have already taken steps to improve economic conditions and 
demonstrate readiness for development. 

Clusters are geographic concentrations of interconnected companies and institutions 
in a particular field. Clusters encompass an array of linked industries and other entities 
important to competition. They include, for example, suppliers of specialized inputs 
such as components, machinery, and services, and providers of specialized infrastruc-
ture. Clusters also often extend downstream to channels and customers and laterally to 
manufacturers of complementary products, and to companies in industries related by 
skills, technologies, or common inputs. Finally, many clusters include governmental 
and other institutions — such as universities, standards-setting agencies, think tanks, 
vocational training providers, and trade associations — that provide specialized train-
ing, education, information, research, and technical support. 

Clusters represent critical masses of unusual competitive success in particular fields. 
Clusters can be concentrated in one economic region or may spill across several re-
gions. The success of the cluster depends on taking full advantage of the distinct as-
sets and knowledge of the places involved. The enduring competitive advantages of a 
region increasingly lie in the things located within the region — knowledge, relation-
ships, and motivation — that distant rivals cannot match. Untangling the paradox of 
location in a global economy reveals a number of key insights about how companies 
continually create competitive advantage. What happens inside companies is impor-
tant, but clusters reveal that the immediate business environment outside companies 
plays a vital role as well. This role of locations has been long overlooked, despite strik-

Capacity Building

Challenge Grants 

Clusters 

Glossary of Terms
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ing evidence that innovation and competitive success in so many fields are geographi-
cally concentrated.xxi 

Activities that increase positive outcomes within a community by linking individuals 
and organizations working toward common ends. The U.S. Department of Housing and 
Urban Development more broadly defines community development as being “many dif-
ferent programs that provide assistance to a wide variety of grantees.” (See the section of 
this report titled “A Definition in Flux” for an expanded discussion of the meanings and 
uses of the terms “community development” and “economic development.”) 

Grants awarded by means of a review of relative merits of multiple proposals, whereby 
grant requests proposing activities with greater impact and more certain outcomes 
are given priority over requests where activities will have less impact and less certain 
outcomes. Competitive grants typically require matching funds and leveraging of non-
federal investments and job creation. 

A nation’s ability to sustain and drive long-term productivity growth and maintain a 
rising standard of living for all its citizens.xxii 

Competitiveness is the way communities, states, and regions will succeed in the 21st 
century global economy. Achieving economic competitiveness requires engagement 
and collaboration of networks of economic, environmental, and social assets to iden-
tify and utilize distinctive competitive advantages. In an era of globalization, economic 
competitiveness is more effectively pursued by regions of economic spheres of com-
mon interest. 

A community that has taken steps to improve conditions to be more attractive for 
businesses and investment. These steps may be different for each individual commu-
nity situation, but in all cases they should include joining in regional efforts to iden-
tify competitive assets and participating in the development and implementation of a 
strategic plan for regional competitiveness and economic growth. 

A community where indicators of economic standing show significant weakness. These 
indicators may include such factors as unemployment, underemployment, homeown-
ership rates, business formation rates, capital investment, changes in assessed valu-
ations, percentage of substandard housing, out-migration and population loss now 
prevalent in some rural regions, and adverse impacts from rapid immigration prevalent 
in some border communities and regions. 

Influencing growth and restructuring of an economy to enhance the economic well-
being of a community, region, state, or nation and its citizens.

Grants that are awarded by standardized formulas and not by the relative merits, im-
pacts, or assurance of outcomes. Entitlement grants have been typically awarded on 
an ongoing basis with certifications for compliance with basic regulations and with no 
requirements for matching funds. 

The exploitation of opportunities that exist within a market. “Entrepreneurial compa-
nies continually bring new products and services to market, and make dramatic rather 
than incremental changes when product modifications are required. Entrepreneurial 
companies initiate actions rather than wait for the competition to make a move. They 
do not avoid competitive clashes, and are often the first to introduce new products and 
services. They pursue riskier projects with higher returns and greater uncertainty. They 
believe that bold action is necessary to achieve lofty objectives. When confronted with 
uncertainty, the entrepreneurial company will take the risk, refusing to be paralyzed by 

Community Development 

Competitive Grants

Competitiveness

Development-Ready 
Community

Distressed Community

Economic Development

Entitlement Grants

Entrepreneurship/
Entrepreneurial Activity
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the fear of failure. In short, entrepreneurially oriented firms are innovative, proactive, 
and willing to risk.”xxiii

Entrepreneurs undertake a managerial role in their activities, but routine manage-
ment of an ongoing operation is not considered to be entrepreneurship. In this sense 
entrepreneurial activity is fleeting. An individual may perform an entrepreneurial 
function in creating an organization, but later is relegated to the role of managing 
it without performing an entrepreneurial role. In this sense, many small-business 
owners would not be considered entrepreneurs. Finally, individuals within organiza-
tions (i.e., non-founders) can be classified as entrepreneurs because they pursue the 
exploitation of opportunities.xxiv 

While many entrepreneurs undertake activities that do not have huge impacts on 
regional growth, dynamic entrepreneurs in high-growth industries can drive eco-
nomic growth.

(See Entitlement Grants.) 

The process in which geographic distance becomes a factor of diminishing importance 
in the establishment and maintenance of cross-border economic, political, and so-
cio-cultural relations. Globalization can be thought of as the widening, intensifying, 
speeding up, and growing impact of worldwide interconnectedness.xxv

The turning of new concepts into commercial success or widespread use. Innovation is 
not exclusively a technological term and can occur more broadly across a region’s econ-
omy. Innovation can be spurred when research and educational institutions contribute 
to the development and diffusion of new knowledge, human talent, and technologies 
in a region. Ideally, interconnected institutions form a system whose performance is 
determined both by the individual performance of each institution, but also by how 
they interact with each other as elements of a collective system.xxvi

An economic development strategy that reflects an understanding of the key role in-
novation plays in supporting economic growth. Such strategies would recognize that 
a region and its firms compete in a global economy that is increasingly driven by 
knowledge-based assets, rather than assets like access to raw materials or low-cost la-
bor. Close synonyms would include “knowledge-based” or “tech-based” economic de-
velopment strategies.

Regions where institutions foster knowledge-transfer, collaboration, and support for 
entrepreneurial startups. Innovation hot spots combine and accelerate the deployment 
of key elements of the innovation ecosystem by building on cutting-edge research, 
providing a training ground for next-generation innovators, creating a crossroads be-
tween researchers and businesses, and linking innovators with early-state funding and 
experienced innovation mentors.xxvii 

Employing a region’s knowledge and educational resources to gain economic advan-
tage in the global economy. 

The most common method used to define poverty is income-based. A person is con-
sidered poor if his or her income level falls below some minimum level necessary to 
meet basic needs. This minimum level is usually called the “poverty line.” What is 
necessary to satisfy basic needs varies across time and societies. Therefore, poverty lines 
vary in time and place, and each country uses lines that are appropriate to its level of 
development, societal norms, and values.xxviii In the United States, the federal govern-
ment has a set of lines, or thresholds, that are compared with families’ resources to 
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determine whether or not they are poor. The thresholds differ by the number of adults 
and children in a family and, for some family types, by the age of the family head. The 
resources are families’ annual before-tax monetary income.

Cooperative ventures between the public and private sectors, built on the expertise 
of each partner that best meets clearly defined public needs through the appropriate 
allocation of resources, risks, and rewards. The essence of a public-private partnership 
arrangement is the sharing of risks. Central to any successful public-private partner-
ship initiative is the identification of risk associated with each component of the proj-
ect and the allocation of that risk factor to the public sector or the private sector, or 
perhaps involving a sharing of risk. Thus, the desired balance to ensure best value (for 
money) is based on an allocation of risk factors to the participants who are best able to 
manage those risks and thus minimize costs while improving performance. 

Best value is also enhanced by the social benefits (i.e., educational or health) accrued 
through the ability to deliver programs earlier than otherwise might have been pos-
sible. The opportunity and ability to share resources with the private sector through 
a long-term relationship allow the government to pursue initiatives that may not 
otherwise have been possible for several years, had a partnership arrangement not 
been achieved. 

Through an array of techniques, the private sector can apply its skills and resources to 
services that have traditionally been provided by the government.xxix 

A geographic area, typically comprising multiple communities and jurisdictions but 
sharing a common identity; a localized labor and trade market; and transportation 
and distribution networks. The interdependencies within a region form the basis for 
its definition, as well as for the pursuit of regional governance to increase regional 
competitiveness. 

A region’s vigorous pursuit of a competitive edge in a rapidly changing global mar-
ketplace. Building and retaining this edge involves three steps: (1) understanding the 
region’s critical economic assets; (2) identifying the best market opportunities for the 
region; and (3) crafting a strategy that exploits one to seize the other.xxx

How a region thinks and acts as a region.  
Regional governance is the method by which relations and interactions within regions 
are coordinated through a combination of mechanisms and network-like structures 
involving public and private actors. In economic development terms, governance re-
lates to the development of goals, strategies, capacities, and instruments to advance 
sustainable regional development.xxxi

A plan formulated from an analysis of a community’s and region’s distinct competitive 
assets/advantages, matching the exploitation of these assets/advantages to market op-
portunities within the global economy. 

A condition where a portion of a community’s or region’s population is employed but 
individuals are not earning enough to maintain self-sufficiency. 

All persons who had no employment during a reference week, were available for work, 
except for temporary illness, and had made specific efforts to find employment some-
time during the four-week period ending with the reference week. Persons who were 
waiting to be recalled to a job from which they had been laid off need not have been 
looking for work to be classified as unemployed. The rate of unemployment is the ratio 
of unemployed to the civilian labor force expressed as a percent.xxxii 
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Appendix B: Meeting Agendas 

Strengthening America’s Communities Advisory Committee

  PUBLIC SESSION 
April 15, 2005 
 
Fresno, California 

 8:15 a.m. Morning Session of Full Committee 
Fresno City Hall – Council Chamber 

  Moderating: 
David A. Sampson 
Assistant Secretary of Commerce for Economic Development 

  Opening and Introductions 
Presentation on the SAC Initiative  
Mission/Charge to the Committee

  Overview of Issues/Questions for the Committee

  Ben Erulkar 
EDA Chief Counsel   

 9:30 a.m. – 9:45 a.m. Break

 9:45 a.m. – 11:15 a.m. General Discussion: Guiding Principles for Federal Involvement in Economic & 
Community Development in 21st Century America

  Leading Discussion:   
Mark Drabenstott 
Committee Chair

  END OF PUBLIC SESSION
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Strengthening America’s Communities Advisory Committee

  PUBLIC SESSION 
May 13, 2005

  Ewing Marion Kauffman Foundation Conference Center 
4801 Rockhill Road 
Kansas City, Missouri 

 8:15 a.m. Registration Begins for Public Comments in Lobby Area  
(Note: Five-minute segments for the public comment period to be     
allocated on a first-come basis. See guidelines and procedures     
at www.Commerce.gov. Time may not permit all comments to be     
heard. Therefore, written comments should also be submitted.)

  PUBLIC SESSION

 8:30 a.m. Call to Order

 8:30 a.m. – 10:15 a.m. Introductory Remarks Followed by Preliminary Reports from Subcommittees  
and Discussion

10:15 a.m. – 10:30 a.m.  Break

10:30 a.m. – 11:30 a.m.  Opportunity for Public Comments

11:30 a.m. – 12:30 p.m.  Special Presentations

  Critical Trends in Regional Economic Development 
Dr. Geoffrey J.D. Hewings 
Professor, University of Illinois, Urbana

  The Power of Innovation in Regional Development 
Dr. Martin C. Jischke  
President, Purdue University

  (A third presenter may be added.)

 12:30 p.m. Closing Remarks and Adjournment 

  END OF PUBLIC SESSION
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  PUBLIC SESSION 
June 2, 2005

  The Harborview Center 
300 Cleveland Street 
Clearwater, Florida 

 8:00 a.m.  Registration Begins for Public Comments 
(Registration table is at the entrance to the meeting room of the public session. Registra-
tion is on a first-come basis.) 

 8:00 a.m. – 9:30 a.m. Opening and Introductions 
Review and Discussion of Preliminary Findings and Proposals 

 9:30 a.m. – 10:30 a.m.  Public Comments 
(One hour has been allocated. Five-minute maximum time slots for persons making com-
ments. Since the number of public comment slots is limited, it is recommended that writ-
ten statements also be submitted at the time of registration, or in advance to saci@eda.
doc.gov.) 

 10:30 a.m. – 12:00 p.m.  Special Presentations 
Dr. Pamella J. Dana  
Director, Governor’s Office of Tourism, Trade, and Economic Development,  
State of Florida 
 
Dr. Brian Dabson 
Associate Director, Rural Policy Research Institute 
University of Missouri - Columbia 
 
Ms. Julie Meier Wright 
President, San Diego Economic Development Corporation

 12:00 p.m.  Closing Comments 

  END OF PUBLIC SESSION
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